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Abstract
The Micro, Small, and Medium Enterprises (MSME) sector is not an easy sector to obtain credit 
from Bank/ Financial agent, because too many obstacles to a access Bank credit, such as: collateral, 
administrative aspect, company stability. The purpose of this study is to implement an effective 
financing model for ceramic craftsmen, in relating with achieving competitive advantage of pottery 
Plered craftsmen. By using descriptive method, research result shows The effectiveness of funding 
model for ceramic craftsmen that consist of 4 elemens, such as: local government of Plered, Ceramic 
craftsmen, Financial agency, and Deposit insurance agency; which is all elemens shoul be made 
a well-coordinated. The effectiveness of financing aspects in ceramics industry, encouraging the 
development of ceramics production and also craftsmen productivities. Company productivity will 
increase too. It means product sustainability of pottery industry will be achieved and competitive 
advantages of ceramic Plered will be increased.
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INTRODUCTION
The impact of the systematic economic crisis in 
Indonesia occurred in 2008/9 has resulted in unavoidable 
bankruptcy for a lot of big companies that failed to 
maintain its operation. But this is not the case for Micro, 
Small, and Medium Enterprises (MSMEs) which are 
more resilient to crises because they do not use many 
imported materials in their business. The information 
from banking sector shows that the fund channelled 
to the MSME sector have ben returned smoothly, and 
does not cause a large non-performing loans. The ratio 
of non-performing loans to funds channelled to MSME 
sector is around 2%-3% (Manurung et. al, 2009).
The economic crisis also caused the MSME sector 
to face a sharper business competition, so that the 
planned profits of the company can only be achieved 
with great effort. Important efforts undertaken by the 
company, for example increasing the capital to develop 
their operation and productivity. As stated by William et. 
al (2015), capital is one of the most important aspects 
in a business enterprise.
In fact, it is not easy for MSME sector to obtain 
additional capital from either the Bank or the non-bank 
financial institutions due to various obstacles faced by 
this sector, for example administrative aspect, collateral 
requirements, business guarantee constraints, unstable 
business, and so on. The people of MSMEs really 
expect the convenience in applying for credit to the 
bank, with collateral and fairly low interest rate. In 
Europe, to overcome the difficulty of making financial 
reports for small company, a simplified form of reporting 
standards for small business have been created. (Zagera 
and Decman, 2016).
Some problem similar to that, especially in the 
ceramic industry, various obstacles in obtaining 
funding sources must be solved so that the ceramic 
industry can develop its business and can achieve its 
competitive advantage. The result of empirical research 
conducted by Altasseb and Karunakaran (2016) states 
that in Pakistan, the Akuhuat financial institution has a 
significant impact on capital and profitability of Micro 
businesses.
The Ceramic industry, such as in Plered, can access 
additional capital quite easily, so it can develop its 
business operations optimally, in terms of the quality 
of ceramic materials, product quality, competitive 
prices, better service to customers, speed and accuracy 
of delivery goods, so the business’ productivity could 
increase. The increase in business profitability push 
the company to achieve more competitive advantage, 
thereby increasing the income of the industrial 
community (William et al. 2015). If ceramics become 
superior product, and can be developed better, the 
company can improve more, as quoted by Brigham 
and Daves (2013) “a corporation grow generally 
from internal expansion, through the creation of 
development division” means there are business growth 
and increased market share for products. This can be 
followed by the superiority of the company’s better 
product. This explanation is the basis why this study 
is conducted with the topic how the availability of 
financing in the ceramic industry in Plered can support 
the achievement of higher competitive advantage over 
ceramic products. 
Indonesia has many very rich natural resources. If 
the natural resources are managed by ourselves well, 
then all the results can be utilized for our mutual benefit 
as well, so that the community’s economy becomes 
independent with a good quality of life. ndonesia’s 
population is very large, the scale of manufacturing 
businesses and other businesses are also carried out 
with a large scale, which also allows to produce great 
efficiency so that the product produced is a superior 
product that can penetrate the competitive market 
(Manurung, 2009).
Every region in Indonesia has different potential 
advantages. If each of these advantages is developed well, 
then the superior product can increase its competitiveness 
in the market (Brigham and Daves, 2013). Residents 
in each region also have a good understanding of the 
culture in their area, they are very familiar with the 
region, culture and art, social conditions, which have 
been done and become daily habits. So, each region 
already has human resources that have characteristics 
that are following the industry’s needs in the region. 
In relation with competitive advantage, Delery and 
Dorothea (2017) stated that The resource-based view 
of the firm has been consistently used as a backdrop in 
strategic human resource management research and has 
the potential to bridge the ‘micro-macro’ devide. Other 
research result about competitive advantage in relating 
with performance , like Jardon and Martos (2012), stated 
The competitive advantage scheme in emerging cluster 
of SMEs proposes that resources affect organizational 
capability territory and organizational capabilities affect 
strategic factors which improve performance. 
In the ceramic industry, adequate supporting 
programs are also needed, for example: (1) to develop 
this industry, adequate gas supply is needed; (2) improve 
product quality in accordance with national certificates; 
(3) coordinating with regional governments to develop 
ceramics as an industry of regional excellence, in 
particular the availability of domestic raw materials; (4) 
opportunity as a priority industry (Penjelasan Peraturan 
Presiden RI No. 28/2008). 
Plered ceramic industry clusters are generally 
managed by micro and small entrepreneurs. The 
definition of micro, small and medium business, 
stated by the Central Statistics Bureau (2010) is a 
business unit, which is managed by a small number 
of employees, the total assets or asset turnover is also 
quite low. While the characteristics of micro and small 
businesses, including (1) allocation of a small number of 
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resources; (2) does not have an accounting department 
so that the business records are inadequate; (3) limited 
separation of functions; (4) the owner usually has roles 
as a manager too (Manurung; 2009).
METHODS
This study uses descriptive methods (Sekaran, 
2016), researching and describing the characteristics 
of each research variable in a particular condition. The 
purpose is getting the validity of used data, proving 
and developing the comprehension of knowledge, 
anticipating problems and the solutions. The steps 
begin with data processing, analyzing, interpreting 
the result based on systematic discussion along with 
arranging the appropriate conclusion. 
The corresponding general and specific criteria in the 
descriptive research method are: general criteria - there 
are the relevance of problem arrangement, the purpose 
is formulated clearly, the used data are valid facts, if 
the standard uses as a comparison then the validity of 
data must be accepted. Whilst the specific criteria - in 
example the data that is used must be valuable, as well 
being a manager concurrently (Manurung, 2009).
Fact and principle that would be the subject of 
discussion. The descriptive research’s nature is ex post 
facto which means there is no certain manipulated and 
controlled variable that is being researched.
The object of research uses ceramic industry 
entrepreneurs in the City of Plered. The steps taken 
are described as follows: (1) determining the research 
topic; (2) determining the object of research, namely 
ceramic business craftsmen are 150 persons in this 
sample in Plered City, and determining the variables 
studied, such as (a) Ceramic as superior products ; (b) 
effective financing shown with low interest rate and 
higher credit level; (c) ceramics industry as the industry 
with the highest local community participation;  (3) 
searching for theories in related literature; (4) Data 
collection techniques are carried out both based on 
interviews to obtain primary data and secondary data 
through related publications and through searching 
journals; (5) Data analysis techniques used are 
through comparison with related theories and the 
results of previous studies so that  the result of the 
comparison can be used to draw conclusion; (6) 
make conclusions based on the discussion in step 5 
before. As a comparability there are some research in 
ceramic industry area as a research object, Muina et. 
al (2018) conclude the paper explores the phases of 
the transaction from a linear to circular economy and 
proposes a procedure for introducing the principles 
of sustainability in a manufacturing environment. 
And Biswas (2019) concluded a few of the sample 
companies show positive and a few show negative 
correlation between ROE and the ratios of capital 
structure. 
RESULT
Based on the results of observation and interview 
with Plered ceramic businessmen, an understanding of 
ceramic business in Plered has been obtained, that in 
the 1970s ceramic business in Plered started receding. 
According to the ceramic businessmen, the cause 
is the tedious design, and they realized to increase 
innovation of their products, together with the demand 
for additional capital to develop products corresponding 
to customer’s taste.
Other observation results are the obstacles related 
to the financing of ceramic industry, as follows: (1) the 
bureaucratic obstacle reduces access of UMKM to get 
credit; (2) requirement to submit financial report; (3) 
there are not sufficient assets to be guaranteed; (4) the 
limitation of financial institution or bank that could 
give credit, in example: there is only BNI in Plered; (5) 
shortcoming of information between UMKM with the 
finance provider; (6) the needing of effective financing 
scheme particularly for Plered ceramic businessmen.
According to observations and interviews with 
ceramic companies in Plered, only 4% create their 
financial statements. Their financial statements are very 
simple, some companies create simple records about 
operational expenses, but not systematic, and most of 
the companies do not have records. In order to create 
good financial statements, other parties like universities 
need to guide ceramic companies in Plered about the 
preparation of financial statements in a simpler form. 
According to Zagera and Decman (2016), in Europe, the 
financial statements for micro and small enterprises have 
a simpler form than for large companies or corporations. 
Even though they have a simpler form, they can record 
all company transactions in a structured manner.
69% of respondents of ceramic companies in Plered 
hope the financing model from the bank has an interest 
rate lower than 16% in a year; 15% of respondents hope 
a shorter payment period and the remaining 16% of 
respondents hope for a higher credit limit.
DISCUSSION 
The research findings of the obstacles of credit 
access for the ceramic companies in Plered, similar 
with Saraswati’s research (2014), generally, micro-
entrepreneurs face some obstacle while obtaining funds 
from the bank such as: (1) administrative obstacle, (2) 
insufficient guarantee amount, (3) business stability, 
(4) High interest rate, (5) desire of non-collateral loan. 
Meanwhile, according to Thaken (2018), the obstacles 
for micro, small, and medium enterprises to access 
funds to the bank are the type of micro, small, and 
medium enterprises, the management, and fulfillment 
of requirements in obtaining funds.
The appropriate financing development for the 
ceramic companies in Plered is using the support from 
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the Bank of Indonesia (BI) program. BI, as the Authority 
has a role in supporting Bank intermediary function, 
especially in distributing funds for micro and small 
entrepreneurs. The distribution of effective financing for 
the ceramic companies in Plered can be used to develop 
ceramic products quality which is more competitive 
in the market. This result has a little bit different with 
the result of Turoczy and Marian (2012) that conclude 
Self-financing capacity, return on equity, and degree 
of technical endowment has significant impact to size 
of profit.
Explanation of scheme 2 above, is as follows: (1) 
The rural and local government have functioned as a 
facilitator in forming new businesses such as start-
up companies, as well as assisting promotions to 
increase the regional potential; (2) there is assistance 
from the technical team that helps to assess whether 
the craftsmen are a prospective debtors. Analyst team 
assesses based on 5C (Character, Capacity, Capital, 
Collateral, Conditions), with maintaining the carefulness 
principle, considering adequate business along with 
debtor’s ability. The technical team also has a function 
to give accompaniment, for example make a simple 
financial report. In this step, it could involve the role 
of cooperative to have a role as a recommender to 
a bank about which decent debtor is given credits. 
Similar to the research result by Anam and Nahar (2015) 
that concludes if a cooperative is a form of the best 
business to manage microfinance, so as could be finance 
institution for micro and small business; (3) Credit 
guarantee agency likewise expected could guarantee 
approximately 70%, so that the loss percentage that is 
unguaranteed would be somewhere 30%; (4) supposed 
there is socialization to public about the aspects of 
credit requirement, for example, the credit duration - the 
interest rate of loan is proposed between 4% until 12%- 
on interest and debt installment- it is raised up until 50 
million- the amount of assurance- there is management 
change- prohibition to transfer assurance to another 
party - requirement of financial report- the transfer of 
business development report. The explanation in the 
4th point is similar to Fitriasari’s research (2017) that 
could be concluded if banks have the ability to solve 
the problem of micro and small businesses, along with 
supporting the development of cooperative until the 
ability and the eminence of the micro and small sector 
could develop. 
A product could be superior if meets the 
requirements. Plered is a city with the richness of special 
natural resources that aren’t owned by other regions, for 
example, the high-quality clay makes ceramic products 
with the high-quality too. Furthermore, people live in 
Plered have the experience, craftsmanship, and talent 
in managing ceramic industrial, along with the hot 
weather could help to dry the ceramics, Indonesian’s 
opinion state if Plered has the ability to produce the 
remarkable high-quality ceramics. All of the factors 
above support the achievement of ceramic products that 
are produced with high quality, so it is not exaggerated 
if it is concluded the ceramic is a superior product in 
Plered.
The result of the explanation above, according 
to the research by Harny Ezo (2015), that explains if 
the competitive region product is a product or service 
that is owned and controlled by the region, which has 
economic value-added, has high competitiveness, also 
absorbs a considerable amount of labors, the product that 
is produced using the raw material from its region and 
has owned the market, and supported by the community 
and the regional rural institutions. Similar with research 
result by Coff and Kryscynski (2011)  to make the 
competitive advantage of a city sustainable, the human 
aspect as capital is very important.  
The regulations of the Indonesian Republic 
domestic minister No. 09 (2014), stated if the potential 
development of regional economic corresponding to 
the superior products in the region, so as the regional 
economic develop efficiently; and the competitiveness 
of regional product might increase and the investment 
goes to the region gets greater. 
The 3rd schema down below shows the relation 
between effective financing with the improvement of 
competitiveness in ceramic industrial.
Scheme 3 explains the effective financing channeled 
to the Plered ceramics industry can develop the 
competitiveness of ceramics products, because the 
products produced are attractive to customers; one of 
the methods carried out in developing Plered ceramics 
is through market observations aimed to know market 
tastes. This method requires greater funding, for the 
addition of equipment, the addition of new employees, 
and the addition of raw materials needed. In other words, 
effective financing will result in higher productivity.
As a result of product development, it is increasingly 
confirmed that Plered is a producer of ceramics with 
good quality, attracts more customers and has increased 
business productivity, so ceramics become superior 
products. This research is in line with the results 
Anggraeni et. Al’s (2013) research who concluded that 
effective financing in this case the BMT TadbirulUmmah 
microfinance institution in Bogor had a positive impact 
in developing MSME businesses, namely the average 
operating profit increased 6.21%, similar to the results 
of the study, in North Sumatra, Prayogi and Siregar’s 
(2017) research results also conclude that microfinance 
institutions have a significant positive impact on the 
level of company development in North Sumatra. 
Next, the increased business productivity supports the 
increasing competitiveness of products in the market.
CONCLUSIONS
Based on the results of the discussion it can be 
concluded, that: (1) obstacles encountered include: (a) 
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bureaucracy; (b) ability to prepare financial statements; 
(c) inadequate amount of collateral; (d) limited funding 
institutions; e. weak networks between MSMEs and 
with banks, (2) an effective financing model is proposed 
as follows: (a) The rural government becomes the 
facilitator of the formation and promotion of the 
establishment of new businesses, (b) having a Technical 
Team to help assess potential debtors, (c) it is expected 
that there will be socialization to the public about credit 
requirements, (3) Effective financing, can encourage 
the development of ceramic products that have high 
competitiveness and increased business productivity.
The highly competitive production of ceramics 
from Plered City, requires better promotion so that its 
sales also increase, this is the next research that can 
be done by all parties concerned.
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Sources: Observations and interviews with ceramic companies in Plered.
Figure 1. Obstacles of credit access for the ceramic companies in Plered.
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Figure 2. Effective financing model for ceramic companies in Plered
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Figure 3. The Relation of Effective Financing with Increasing Competitiveness
